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Abstract
It is clear to most observers that China is taking an increasing role in world trade not only through political interventions but as a result of its strategy regarding acquisitions.  There have been a significant number of these recently, some of which like the Rover take over in the UK, have been high profile. This paper provides a brief overview of these developments. It is then argued that an important issue facing the Chinese companies involved in these take overs is one of brand equity and country of origin effects. This issue is of equal importance to China’s global competitors as well. A review of the literature shows that consumer perception constructs, such as perceived quality, have been well researched through numerous country-of-origin papers. A key issue to explore here however, is the extent to which the new nationality of brand ownership will have an impact on consumer perception constructs of brand equity.  This paper discusses these two areas and examines their relationship in conceptual terms. A research agenda is then suggested, which forms the basis of a proposed interpretative project aimed at establishing the views of consumers regarding the phenomenon of well known brands being taken over by a new country of origin. The research aims to examine the implications for consumer based valuations of brand equity and the types of new strategic thinking this could engender. It is argued that the multi – dimensionality of country of orgin effects and brand equity, both of which are embedded in consumer social constructions, are best researched through an in depth qualitative methodology. This approach may well throw up novel insights into consumer behaviour and perceptions which could be missing from results found in a more structured survey. 
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INTRODUCTION: CHINA AND BRAND OWNERSHIP

The purpose of the opening sections of this paper is to examine in broad conceptual terms the implications of the growing role of China in international marketing and then to suggest an area where some fruitful future research could take place. Fan (2005) has pointed out that China is the world’s factory, a place where many products in everyday use are made and where, until quite recently, little has been seen of a developing home based industry. Significantly, China, as a place where manufacturing has been growing steadily, has not created a single brand that is recognized worldwide. Yet, despite this, China has become quite recently the owner of several worldwide recognized brands. This is a result of a few major mergers & acquisitions in the last couple of years (Fan 2005). An important example includes TCL Thomson Electronics. This is a new company created after the merger of TCL and Thomson with 65% owned by TCL, where the latter obtained the famous electronic brands such as Thomson, RCA and Alcatel. We can add further examples.  There is the Chinese computer maker Lenovo, who acquired IBM’s global PC business for US$1.25 billion in cash and shares and carmakers Nanjing Automotive who during last year acquired Rover’s assets.  In marketing terms, there is likely to be implications here for consumer views of brand equity as result of new ownership and perhaps subsequent changes to purchasing decisions.

In virtually all cases here smaller overseas  companies have bought off the bigger and more well established ones, which means that a range of  famous brands and iconic  symbols like Thomson, RCA, Schneider, IBM, Rover, MG and even Austin, are all  now owned by companies from a  different country. China, comparatively speaking, has a very different culture and no history of association with these brands before the mergers and acquisitions occurred. How will consumers see this? What sorts of impact could we expect to see in terms of consumer behaviour? To what extent will brand equity come to be dominated by consumer’s cultural views regarding product origins?  These and other questions could become increasingly important. All the above-mentioned western brands are now to be produced and assembled in China. Research and development may well occur in both China and Europe. The key point is that these brands are now Chinese owned and this could just be the start of a burgeoning strategy. These well-known brands will certainly provide a platform for the globalization of a range of Chinese companies, while also presenting them with a unique set of business challenges.

Crucially, will the brand equity of these established products be sustained or improved, diluted or even damaged under the name of new ownership? This is not a phenomenon that a concept of country of origin (COO) or even country-of-origin of brand (COB) can explain very well. COO only refers to the place where the products were made or assembled and COB is usually defined as the country to which a brand is perceived to belong to, by its target consumers (Schaefer 1997). Clearly, country of origin effects and brands are significant factors which determine an organisations international competitiveness. It is argued here that country of origin and brand equity will need to be researched together if a real in depth understanding of the new nationality of brand ownership is likely to be achieved. This provides the key area that the proposed research seeks to examine.

COUNTRY OF ORIGIN, BRAND EQUITY AND CONSUMER PERCEPTIONS

In step with the increasing amount of global expansion strategies by firms around the world, a large amount of literature has been developed which considers the impact of country of origin labels on consumer product evaluations. A large number of factors have been examined in the COO literature. An example is Sharma et al (1995). The latter have developed a model which tests antecedents and moderators of consumer ethnocenricism.  Schooler (1965) and Reierson (1966; 1967) initiated the stream of work on COO with the prime purpose of determining whether or not a country of origin effect existed in the first place.  According to Al-Sulaiti and Baker (1998), COO effects remain the most researched among the many factors believed to influence consumer brand knowledge in an age of international competition. Further research shows that COO effects of a product have been found to influence consumer evaluations of the product on two key dimensions, these being perceptions of quality (Khachaturian and Morganosky, 1990), and perceptions of purchase value (Ahmed and d’Astou, 1993). Allied to this,  several researchers have attempted to explain the psychological process of COO effects through the summary construct model, the halo effect model, and the cognitive elaboration model (e.g. Han 1989; Hong and Wyer 1989; Knight and Calantone 2000). 

It seems clear that country of origin effects cannot be explained exclusively by focusing on issues of product quality. It is argued that country of origin factors, allied to brand equity, can also be about strong emotional connotations. This may be particularly pronounced in terms of Chinese brands, from the point of view of UK consumers. What can be seriously questioned is the notion that country of origin effects is no longer important. It is unlikely that consumers hold neutral or equivocal views about China and the East. Culturally conditioned factors are likely to impact on consumer perceptions of the brand and the company which has been taken over.   In addition, it is proposed that consumer perceptions of this factor are likely to be very significant in terms of the future success of the brands which Chinese companies acquire. Those who question, probably mistakenly, the importance of COO effects include Johansson (1989) and Phau and Prendergast (1998).  Their argument is that the origin of manufacture is no longer significant to buying behaviour in the age of globalization. It probably can be shown however that consumers are still very much ethnocentric. The reality might be that an increasing awareness of the global condition actually means localisation and identity become more important. For localisation, this might not just mean a country, but also perhaps a trading bloc as well. 

With regard to brand equity, there have been numerous approaches to its measurement and estimation since the term emerged in the 1980s. Both academics and practitioners have been concerned with definitional issues, with an added emphasise on accurate measurement, in order to assist managers with guidance on ways to enhance or build strategic success. Aaker (1991) is one of the few authors to incorporate both attitudinal and behavioural dimensions from the perspective of the consumer. In his definition, he suggested five key components of brand equity. These consist of consumer perception, awareness, associations and perceived quality  and also consumer behaviour constructs such as loyalty and willingness to pay a price differential.  Most authors provide definitions of brand equity that are generally similar to Farqubar’s (1989) definition of equity. This is expressed as the value added by the brand to the product.  The work of Srinivasan (1979), Aaker, (1991) Kamakura and Russell (1993) Keller (1993) Simon and Sullivan (1993), all point in this general direction. 

Brand equity has in fact been viewed from a variety of perspectives: the investor, the manufacturer, the retailer, or the consumer (Aaker 1991; Farquhar 1989; Srivastava and Shocker 1991; Tauber 1998). It is argued here that a clear link exists between country of origin perceptions held by consumers and brand equity.  To date, this link has not been explored in relation to the changing basis of ownership from Western companies and brands to Chinese companies.  Clearly, brand equity is important as manufacturers and retailers are motivated by the strategic implications it entails (Keller 1993). Brand equity is of interest to managers because of brand loyalty and brand extensions. We can now add to this country of origin effects.  Thakor & Kohli (1996), point out that the difficulties of global competition have underscored the importance of established brands in consumer markets and as a consequence, how consumers value brands in an international context is central to marketing success. Brands must have meaning to the consumer. In other words, there is no value to the investor, the manufacturer, and the retailer if there is no value to the consumer (Farquhar 1989). Customer-based brand equity refers to the differential effect of brand knowledge on consumer response to the marketing of the brand as pointed out by Kamakura and Russell (1991) and Keller (1993). Thus brand equity is conceptualized from the perspective of individual consumer and customer-based brand equity occurs when the consumer is familiar with the brand and holds some favourable, strong and unique brand associations in the memory (Kamakura and Russell 1991). Apart from brand knowledge Keller (1993) also emphasises that there are two other important concepts of the customer-based brand equity definition. There is the differential effect and consumer response, both of which are defined to in terms of consumer preferences and loyalty. Thus, it is important to understand how brand value is created in the mind of the consumer and how it translates into choice behaviour.

CONCEPTUALISING THE RELATIONSHIP BETWEEN BRAND EQUITY AND COUNTRY OF ORIGIN: AN OUTLINE RESEARCH AGENDA

The focus so far in much of the research into country of origin effects has been seen from the perspective of developed countries (Hamin and Elliott (2005). The research suggested here could help to redress this balance. China can be seen to be a developing country and is likely to be so for some considerable time, despite its impressive patterns of growth. In particular, the intention of the proposed research is to find out the impact of COO of brand ownership on consumers’ perceptions and behaviour and the subsequent effect of this on the basis of brand equity. A possible conceptual framework of the impact of ownership of brand on customer-based brand equity is depicted in table 1. This type of framework could provide the starting point for the research which will be based in the United Kingdom. This framework shows an external cue which is the COO of brand ownership, which it is suggested, is likely to have an impact on consumers’ perception and behaviour towards a certain brand. These two factors it is argued are likely to have a significant influence on consumer based brand equity. 

.

What needs to be researched  is the extent to which the new brand ownership is likely to impact  on consumer perceptions, not only of existing brands in terms of their equity, but also in respect of possible future brands  that Chinese companies may buy up. This new brand ownership is unlikely to impact just on a restricted number of market segments, but could be a phenomenon which extends to a sizeable range of brands and companies in the west. Additionally, it will be necessary to examine the extent to which existing brand equity models are able to deal adequately with the new context of brand ownership, where country of origin may take on increased importance in consumer perceptions. In terms of strategic marketing implications, there may well be important ramifications for the management of brands as what is being experienced, is a new phenomenon of ownership. The research needs to examine at a deep level consumer feelings to country of origin and how this relates to perceptions of brand equity. The possibility exists for the development of new theoretical propositions in a range of brand related areas.

It is argued that the most appropriate way to research the above topic is through a interpretative research method, in this case the in depth interview (Thompson 1989; Hackley 2003; Marshall and Rossman 1999).  The main reason behind the suggested use of this approach is because the topic itself, like all reality, is multi dimensional and liable to evince complex feelings and attitudes in consumers. To date, much of the work associated with country of origin effects has been researched using a survey methodology. Examples of this approach can be seen in the work of Chao et al (2005) and Ahmed and d’Astous (1995). It is suggested that this area might instead benefit from an examination of the deeper perceptions held by consumers, which can be obtained through an interpretative methodology. Brands are part of the social world and therefore it would not seem unreasonable to try and obtain consumers individual perceptions of issues related to them.   Whilst it may be possible to collect via structured questionnaire a set of variables  to things like country of origin, the possible deep ambiguity and paradoxes of meaning associated with this area are best viewed as being ideal for interpretative analysis. The nature of what respondents are expected to describe will be difficult to capture with structured questions. What is needed are broad themes and the detailed in-depth feelings of consumers to help to identify the impact of the external stimuli. The potentially rich insights into the present research topic could be lost if such complexity is not explored. It may be that new novel insights as yet unthought-of, might be forthcoming from research respondents. The results of the research may have important implications for communication and wider marketing strategies. 

Whilst the specific research questions have yet to be defined more precisely, the case will be that the fieldwork will constitutes two stages. Firstly, a pilot study which seeks to explore and define the scope of the topic. Secondly, to follow this up with more in-depth interviews, in order to elicit the detailed subjective perceptions of British consumers about the new ownership of some famous brands and companies. In stage one, which is the pilot study, a broad range of questions will be employed as the main research approach acting as triggers to stimulate the interviewees into talking about the research area. By doing this, the researcher can find out what the key issues are in relation to consumer perceptions and then carry out the major part of the research project with a more focused set of questions. Respondents will be drawn from a variety of market segments, reflecting the fact that Chinese companies are likely to own many types of brands and products in the future. 

CONCLUSION: CHINA AS A FORCE IN GLOBALISED MARKETS 

British and other western consumers are facing a new business phenomenon as China gears up to take on an increasing role on the world stage. It is of interest to the Chinese owners of the once western companies and brands to know what consumer perceptions are as a result of changed conditions of ownership. In terms of competitive challenges, western companies are likely to want to know how robust the brand equity is of companies which have changed hands. In summary, there will clearly be a need to know how consumer perceptions are effected by the new country of orgin of brand ownership and what the implications of this are for marketing managers. Further to this, it will be useful for strategists to know whether or not new variables relating to brand equity and country of origin effects can be discovered. The results could have a significant impact on the future marketing strategies of Western and Eastern companies alike. We are currently on the verge of something very new. China is no longer just a market for the west, but is itself soon to be a major strategic force in world business. The future research project outlined here should help us to begin to understand some of the ramifications of this massive shift in global marketing operations.
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